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Morocco andtheEU
1.Introduction
Morocco, like other Mediterraneancountries, has concluded an
AssociationAgreementwith theEuropeanUnion (EU)whichshouldlead
toafree-tradeareabytheyear2010.It isanagreementwherethedominant
partner,theEuropeanUnion, cansafelybeassumedtohavedictatedthe
terms.ThequestiontheniswhatbenefitsMoroccocanbeexpectedtoreap
fromherassociationwiththeEU.
In ordertagainanimpressionof theeffectsofMorocco'stradeagree-
mentswith theEU, it isusefultobaseourselvesontheinsightsof twoof
thefoundingfathersof economies,Adam Smith (1723-1790)andDavid
Rieardo(1772-1823).A summaryexplanationof theircontributionsin the
secondsection,followedby a quiekreviewof thebasicsof thewelfare
analysisof protectionand economieintegrationin the third section,
shouldprovideuswith thenecessarytaolstoassesstheprosandconsof
Morocco'sassociationwith theEU. The fourthsectionsketchestherela-
tionshipbetweentheEU andMoroccoandherneighboursandin thefifth
sectionthevariousthreadscometogetherwhenweaskwhatbenefitsasso-
ciationwiththeEU maybringMorocco.
2.The BenefitsofInternational Trade
2.1ScaleEconomies
In theopeningchapterofTheWealthofNationsSmithaskshimselfwhere
ahighstandardof livingcomesfrom.He discernstwo explanetoryvari-
ables:
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(i) "theskill, dexterity,andjudgmentwith whieh [acountry'sJ labouris
generallyapplied";and
(ii) "theproportionbetweenthenumberof thosewho areemployedin
usefullabour,andthatofthosewhoarenotsoemployed"
(Smith1964p.1).
The most importantvariabie,accordingto Smith, is the first one.
Translatedintopresent-dayeconomicidiomSmithheretellsus thatcon-
sumption,orrealincomepercapita,is dependenton labourproductivity.
Smiththengoesontoexplainlabourproductivity.This is,in hisview,toa
largeextentdependentonthedivisionof labour.Labourdivisionenables
peopleto specialiseandto employmachines.Obviously,if totalproduc-
tionishigh,moredivisionoflabourandtheuseofmoremachineryispos~
sible.TheheadingofChapterIII of theWealthofNationsis 'Thatthedivi-
sionof labouris limitedbytheextentof themarket'.We mightrephrase
thisinsightas:thereareincreasingreturnsta scalein production.This is
onereasonfor acountryto engagein foreigntrade.lts domesticmarket
will oftenbetoosmalltaexploitscaleeconomies.Thesmallerthecountry,
themorepressingthelimitationof marketsize.This meansthatinterna-
tionaltradeis particularlyimportantfor smallcountriessuchasMorocco,
ortheNetherlandsforthatmatter.Someindustrieswill havetoexportin
orderta produceon suchascalethatscaleeconomiescanbeexploited.
Theseindustriesemployfactorsof productionthatarenot availablefor
otherindustries.Smallcountriesdonothaveenoughfactorsofproduction
to produceon alargescalein agreatnumberof industries.The exports
fromoneindustryhavetopayforimportsofgoodsfromotherindustries.
Note that a country does not necessarilyhave to exploit scale
economiesitselfin orderto benefitfrom them.If anothercountrypro-
ducessomepartieulargoodunderpositivereturnstoscale,bothbenefitif
thefirstcountryexportsitsno-scale-economygoodsandbuysscale-econ-
omygoodsfromtheothercountry.
2.2ComparativeAdvantage
Apartfromscaleeconomies,internationaltradeoffersbenefitsofanother
kind,sc.thebenefitsofspecialisationi activitiesinwhiehacountryisrel-
ativelyefficient.Scaleeconomiescanbe exploitedevenif countriesare
identicalbeforeengagingin trade,butcomparativeadvantageisdependent
363
ondifferencesin productiveefficiencybetweencountries.No greatintel-
lectualeffortisneededtoseethatallcountriescanprofitfromtradeif each
countryspecialisesin theproductionof thosegoodsfor which it is the
mostefficientproducer.Ricardo'sgreatcontributionwastoshowthatin-
ternationaltradecanbringbenefitstoallparticipantsevenif onecountryis
lessefficienthananotheroneinallindustries,providedcostrelationships
differ.Ricardo'sPrinciplesdatefrom1817,butnearlytwo centurieslater
manypoliticiansandspecial-interestrepresentativesarestill impervious
to hisbrilliantinsights.A tradeagreementconcludedin November1995
betweenMoroccoand the EU, for instance,excludedthe import of
Moroccantomatoesinto theEU duringthemonth of April, just when
pricesarehighest(Trouw1995).Policymakerstoooftennotonlyrefuseto
understandRicardo,butalsofail toseethewisdomofAdamSmith'sob-
servationthat"ConsumptionisthesoleendandpurposeofaUproduction;
andtheinterestof theproduceroughttobeattendedto, onlysofarasit
maybenecessaryforpromotingthatof theconsumer"(Smith1964Book
IV Ch.VIII).
Thescaleeconomiestoryandthecomparativeadvantagemodelsuggest
thatworldwidefreetradewouldbeoptimalforaUcountriesconcernedand
thatweshouldremovetraderestrictionswithintheshortestpossibletime.
Thoughalot couldbesaidfor thisidea,wemustrealisethatthemodels
mentionedaboveleaveoutsomeimportantvariables.Onefeature,for in-
stance,of theRicardianmodelisthatit hasonlyonefactorofproduction,
labour,whichmoveswithoutfrictionfromoneindustrytoanother.If we
introducemorefactorsofproduction,orallowforfrictionsin inter-indus-
try migration,we getamodelthatcanaccommodatethefactthatsome
peoplemay sufferif a countryreducesor abolishesbarriersto trade.
Internationaltradehasanimpactonincomedistribution.If tomatoesfrom
Moroccocanbefreelyimportedinto theEU, tomatogrowersin theEU
will seetheirmarginsfaU.TheywiUputupresistancetoaliberalisationof
importsorruntoBrusselstoaskforsubsidies.
Thefactthattherearenotonlywinnersbutalsolosersfromtradeliber-
alisationgoesalongwaytoexplaintheexistenceoftradebarriers.Another
factorisfearofunemploymentif domesticindustriesfeelthechillwindof
foreigncompetition.Themodelsin theirbasicformdonottakeaccountof
theadjustrnentcostsof arestructuringof productionmadenecessaryby
t,
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tradeliberalisation,butthevictimsnaturaUyputupresistance.Tradebar-
riersin theformofimporttariffsexist,however,alsoforquiteanotherea-
son,namelyfor taxpurposes.The perceptioncostsof importtariffsare
likelytobesubstantiallylowerthanthoseofanincometaxoraturnover
taxandespeciaUypoorcountries,includingMoroccoin theearly1980s,
haveoftencoUectedsome30%oftheirtotaltaxincomefromimporttariffs
(Ebrill,StotskyandGropp1999).Tradeliberalisationthusshouldideally
gohandinhandwith somecompensationforthelosersandmustoftenbe
accompaniedbymeasurestopreventaworseningofthepublicfinances.
3.Protection andRegionalIntegration
3.1TheHarmDoneByofProtection
Evenif areductionoftradebarriersmayhavenegativeconsequences,there
is a presumptionthatretainingthemworksout negativelyon welfare.
Protectionmeansthatindustriesthatwouldhavetobegivenupunderfree
tradeareprotectedagainstforeigncompetitionandthuscansurvive.That
alsoimpliesthatfactorsofproductionareboundupin industriesforwhich
acountrydoesnothaveacomparativeadvantage.Exportindustriesthus
sufferfrom protection.They alsosufferthroughanothermechanism.If
protectionresultsin alowerdemandforforeigngoodsandthusin alower
demandfor foreignexchange,thatmaycausetheexternalvalueof the
country'scurrencytobehigherthanit wouldhavebeenunderfreetrade.
This, again,hurtstheexportindustries.As aresultofprotection,acoun-
try'sproductiondoesnottakeplacealongthelinesofcomparativeadvan-
tage,atthecostoflowerrealincomeandconsumption.
Furtherdistortionsresultif importtariffsdivergefordifferentgoods.
A commonphenomenonin rich countriesis tarifJ escalation,i.e.,higher
importtariffsthehigherthedegreeofprocessingofagood.Rawmaterials
oftenenterindustrialcountriesatalow tariff,butgoodsatahigherstageof
processingusuallycarryahighertariff.This meansthattheeffectivetariff
on themoresophisticatedstagesof manufacturingarehigherthanthe
nominaltariff on thegoodin question.If, conversely,tariffsdo not in-
creasewiththedegreeofprocessing,effectiveprotectionforsomestagesof
productionmayweUbenegative.
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3.2RegionalIntegration
AftertheSecondWorldWar thetradebarriersputupworldwideduring
the1930Shavebeenpartlydismantled,but freetradeis still beyondthe
horizon.Instead,manycountrieshaveresortedto tradeliberalisationona
smallerscalethroughregionaleconomieintegration.Basiecustomsunion
theoryhasshownthatthesearenot alwaysbeneficialto welfare.Trade
maybedivertedfromanefficientoutsidesuppliertoalessefficientunion
member.Thisphenomenoniscalledtradediversion.It isnegativefromthe
pointofviewof resourceallocation.Trademay,however,alsobeshifted
fromalessefficienthirdcountrytoamoreefficientintra-unionprovider.
Suchtradecreationis apositiveeffect.Whetherthereis anetgainoranet
lossto theunioncannotbeestablishedapriori,but thirdcountrieswill
lose.Theyseethemselvesconfrontedwith feweropportunitiestobenefit
frominternationalspecialisation.
in the region,whieh further stimulatestechnologicaldevelopment.
Moreover,customsunionsmayevolveintoeconomieunions,whereinte-
grationdoesnot stopattradepolicies.In an economieunion, common
ruleson competitionandstatesubsidiesarelikelyto beadoptedandall
kinds of techniealnormsandadministrativeruleswill be harmonised,
whichmakesintra-unioninternationaltradethatmucheasier.Not only
arethecostsofadaptingproduetstotherequirementsofdifferentmarkets
reduced,beingpartofaregionaltradeagreement,aneconomieunionfirst
ofall,alsoreducesuncertainty.An importantsourceofuncertainty,sc.the
threatof anti-dumpingactionsunderArticleVI of GATT, is removedby
joininganeconomieunionandsubmittingtoitsrulesasregardscompeti-
tionpolicyandsubsidies.Economieunionsaremuchmorelikelytoshow
netbenefitsfromintegrationthanFTAs.Theyaremoreconducivetohigh-
ergrowthandthusmayhaveapositiveeffecton thirdcountriesasweIl,
notwithstandingthephenomenonoftradediversion.
If economieintegrationdoesnottaketheformofacustomsunion,butofa
freetradearea(FTA), thereisanadditionaldifficulty.Unlikein acustoms
union,FTA membersretaintheirownnationaltradepolicies.Importswill
tendtoentertheFTA throughthecountrywith thelowestimporttariffs.
A countrywith ahightariffcanonlypreventsuchdefiectionof tradeby
maintainingcustomsattheborderswith itsfellowFTA membersandre-
quiringcertificatesoforiginstatingthatthepercentageof thevalueof the
good originatingfrom thesemembercountriesexceedssomespecific
threshold.This notonlyentailshighadministrativecosts,butalsostimu-
latesfraud.TheGeneralAuditor'sOfficeof theEuropeanUnion, for in-
stance,foundoutthattheimportsof orangejuicefromIsraelduringone
specificyearin themid-1990Samountedto threetimesIsrael'stotalpro-
duction(NRCHandelsblad18November,1997).Theterm'freetradearea'is
amisnomereally,asBhagwati(1995)observed.Tradeisfarfromfreeinan
FTA andtheterm'preferentialtradearea'wouldbemorefitting.
4.Morocco, theEU andMediterraneanConnections
4.1MoroccoandtheEU
CooperationbetweenMoroccoand the EU hasbeena slowand long
drawn-outprocess.EvenifFrancehadalready,inaprotocolannexedtothe
1957TreatyofRome,obtainedtherighttomaintainherpreferentialtrade
arrangementswiththeMaghrebcountries(Bahaijoub1993p.235),bilateral
tradeanddevelopmentcooperationwith theEECprogressedonlyslowly.
Not before1969Morocco,togetherwith Tunisia, signedAssociation
Agreementswith theEEC,followedin 1976by CooperationAgreements.
Thesedidnotamountomuch.TheAgreementsdidnothingtorefrainthe
EECfromresortingtoprotectionin theturbulentperiodafterthefirstoil
crisisin 1973.The1969AssociationAgreementexcludedfreshvegetables
and wine (Pennell2000 p. 326).Free tradeprovisionsof the 1976
CooperationAgreementsfor textileswere later suspendedand the
Common Agricultural Policy led to further protectionin the EEC
(Bahaijoub1993p.236).Moroccanexportssufferedfurthersetbackswith
theaccessionto theEEC of Greecein 1981andof SpainandPortugalin
1986,whiehledto theintroductionof restrictivetariffson oliveoil,wine
andcitrusfruit (Pannell20oop.358).In reaction,Moroccoformallyap-
pliedformembershipoftheEECin1987.ItwasnottobeoTheEECwasnot,
andtheEU isnot,readytoallownon-Europeancountriesin.
Regionaltradeagreementsaresub-optimalfromthepointofviewofstatie
resourceallocation,but there'smoreto it thanthat.First,wehaveonly
lookedatdifferencesin productioncostswithouttakingaccountof scale
economies.If regionalintegrationleadsto largemarkets,however,there-
wardmaybescaleeconomiesandfastertechnologicaldevelopment.The
prospectoflargemarketsmayinducemultinationalcorporationstoinvest
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TheEuro-MediterraneanPartnership(EMP),concludedatameetingon27-
28November1995atBarcelonandthereforealsodubbedtheBarcelona
Process,wasintendedtomakeseriousworkofcooperationatlast.It hada
numberof fine-soundingobjectives,but on theeconomiesideit boiled
downto theintentiontocreateanFTA notonlybetweentheEU andthe
Mediterraneancountries,but alsoamongthe Mediterraneancountries
themselves,aidedbyEU financialsupport.TheEuro-MediterraneanFree-
TradeArea shouldbe establishedby 2010.The Partnershipis realised
throughEuro-MediterraneanAssociationAgreements,whiehprovidefor
thegradualimplementationofbilateralfreetradein manufacturedgoods
andtheprogressiveliberalisationof tradein agrieulturalproducts.The
AssociationAgreementwith Moroccowassignedon26February1996and
enteredinto forceon 1March2000;negotiationson theliberalisationof
tradeinagrieulturalproducts tartedin January2002.Quantitativerestrie-
tionsonindustrialgoodshavebeenabolishedontheEU side,butEU im-
portsof agriculturalproductsaresubjectto tariffquotas,thatlimit the
numberorvolumeof goodsthatcanbeimportedduringacertainperiod
againstacertainimporttariff.Any excessoverthisnumberorvolumeei-
thercannotbeimportedoronlyatahighertariff.Mostfisheriesproducts
fromMoroccohavefreeentryinto theEU, however(WTO 2°°3pp.23-
24).As importsofindustrialgoodsfromtheMediterraneancountriesinto
theEU havebeenessentiallytariff-freesincethemid-1970s,themostim-
portantchangeisthattheMediterraneancountriesthemselveshavetolib-
eralisetheirimportsoveraperiodof tenyears,whiehisthemaximumad-
justrnentperiod allowedunder the GATT-1994Understandingon the
InterpretationofArticleXXIV (HoekmanandKostecki1995pp.219-220).
AIso,it isagreedin principlethatimportsofagrieulturalandfisheryprod-
uctswill beliberalised,butthiswouldrequireamajorchangein EU trade
policyaswell.Unfortunately,prospectsin thisareaarebleak.
TheEuro-MediterraneanAssociationAgreementsdonotonlyaimat
liberalisingtradein goods.They alsocovertradein servicesandcapital
movements.In addition,theycontainprovisionsonintellectualproperty
rights,competitionpolicy andstatesubsidies.This simplymeansthat
Morocco,like the otherMediterraneancountries,hasno choieebut to
adoptpartoftheacquiscommunautaire,thetotalofEU lawandjurispm-
dence.Theadministrativeburdenmaybehigh,buttheEU providesassis-
tanceand the results for economieefficiencycan only be positive.
368
r
I
Moreover,adoptingEU mIeswill provideagooddealofprotectionagainst
'unfairtrade'proceduresthatmightotherwisebestartedbyEU producers
thatwouldfeelthreatenedbyfreerimportsfromNorthAfrieancountries.
4-2MoroccoandOtherMediterraneanCountries
Moroccoisquiteopentointernationaltrade.Importsandexportstogether
amountto closeto 70 per cent of GOP. In comparison,Outch trade
equalled110per centof GOP in 2000 (CBS 2002).The majorpartof
Morocco'stradeis donewith theEU. Morethanonehalfof its imports
originatefromtheEU andexportstotheEU eventakeupthree-quartersof
totalexports.TradewithherMaghrebneighboursis,however,minimal.In
2000,UMA partners'providednomorethan2.5percentofMorocco'sim-
portsandtookameasly1.9percentofMorocco'sexports(WTO 20°3p.
22).ColonialmIeprobablyhastobearpartof theblameforthissorrystate
of affairs.Transportandcommunieationlines(telegraph,postalserviees)
wereallorientatedtowardconnectionswith thecolonialpower,notwith
theneighbours.ButafterindependencetherehasalsobeenanotabIelack
of interestin closertraderelationsamongNorthAfrieancountries.If the
Maghrebwould succeedin givingtheUMA morebody,theycouldcreate
anintegratedmarkethatwouldprovidemuchbetteropportunitiesforex-
ploitingscaleeconomiesandmightattractmoreforeigndirectinvestrnent.
ThishasalsobeenrecommendedbytheIMF (IMF2001p.3°,IMF 2003ap.
25).TheEU isawareof theproblem.Thoughit hasbeenconcludingbilat-
eralagreementswith individualMediterraneancountries,it providesfi-
nancialsupportforcountriesreformingtheirfiscalandeconomiesystems
andtheirindustrialsectorsin preparationforintroducingfreetradeamong
themselves.TheMediterraneancountries,however,areunderno obliga-
tionto openup fortradeamongthemselves,theyonlyareexpectedtodo
so.Oneinitiativeatleasthasbeentaken:in January2°°3 Egypt,Jordan,
TunisiaandMoroccoconcludedtheAgadiragreement.This is afreetrade
agreementthatcanbeseenasafirststeptowardregionalintegration.lts
valueforMoroccowill probablyberestrieteduntilAlgeriajoinstheagree-
ment,anditsbenefitswouldalsomostprobablybemuchincreasedif the
freetradeagreementevolvedintoacustomsunion.
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5.Association with theEU:What's In It for Morocco
5.1Benefits
Moroccois apoorcountry.HerGDP percapitain 2000wasonly15.5per
centoftheEU averagein PPPterms(purchasingPowerParity;thatis,cor-
rectingincomelevelsfordifferencesin prices).This is substantiallybelow
thelevelsof Algeria(23.1percent)andTunisia(27.5%)androughlyone-
thirdof theaverageincomelevelof theaccessioncountries,thenewen-
trantsintotheEU (EconomieReviewofEU MediterraneanPartners2°°3p.
2;thefigureforTunisiawascalculatedfromWorldBank2002).Thefigures
mayunderestimaterealincome,becausethereseemstobeasizeableblack
economy(TheEconomist2000).Nonetheless,Moroccoisnotarichcoun-
tryandwith apopulationcloseto3° millionpeople,quiteasmallecono-
myresults.Onemightwonderwhetheranassociationofsuchapoorand
relativelysmalleconomywith arichtradingblocsuchastheEU couldbe
profitableforthepoorpartner?Tradetheorysuggeststhatit certainlycan.
Andevenif associationentailscosts,thecostsofbeingleftoutwouldbefar
moreserious.Deviationof tradeworksto thedisadvantageof thirdcoun-
triesasweIl asmembercountries.Moroccanexportswerethusseriously
hurtwhenGreecejoinedtheEEC in 1981andevenmorewhenSpainand
Portugalfollowedin 1986.It wasespeciallyproductswhereMoroccocan
beexpectedtohaveacomparativeadvantagethatborethebrunt,suchas
oliveoil andotheragriculturalproducts,leathergoodsandtextiles.The
Associationwith theEU will provideMoroccowith theopportunityto
competeagainonthebasisofitscomparativeadvantage.
In orderfortheprofitsfromeconomicintegrationwith theEU toex-
ceedthestaticreallocationeffectsemphasisedbystandardtradeandinte-
grationmodeIs,theMoroccaneconomyshouldavailitselfoftheopportu-
nitiesprovidedbylargermarkets,includingtechnologyimportsthrough
foreigndirectinvestment.This would require,amongotherthings,an
eradicationof illiteracywhich,with anadultilliteracyrateof 52%in 1999
(WorldBank2002p. 233),is extremelyhigh.AIso, thequalityof public
serviceshouldimproveandtheburdenonbusinessfromregulationsand
red tape could be lightenedconsiderably(EconomieReview of EU
MediterraneanPartners,2003p 11).ForTunisiaestimateshavebeenmade
of thepotentialwelfaregainsof theassociationwith theEU. Theseare
gainsin thesenseofapermanentlyhigherGDP levelof1.7percentresult-
ingfromstaticreallocationeffectsandafurther2.8percentfromdynamic
effects(Rutherfordetal.1995,citedin Ghesquiere1998pp.5-6).Thegains
arelikelytobeofthesameorderofmagnitudeinMorocco,atleastthestat-
icgainswereestimatedin therangeof1.5- 2percent(Rutherfordetal.
1993,citedbyGhesquiere1998p.10).Of course,thatsuchfiguresarehigh-
ly dependenton the assumptionsmade.The estimatesof the dynamic
gainsin particulararehighlyspeculative.In Tunisia'scase,theyincluded
theeffectsof theharmonisationofhealthandtechnicalregulationsandof
moreefficientradingthankstoanupgradingoffinancial,telecommunica-
tionandtransportfacilities,buttheyexcludedtheeffectsof theadoption
ofbestpracticesandtechnologiesfromabroad.
Likein otherMediterraneancountries,barIsrael,protectionin Moroccois
quitehigh,andmuchcanthereforebegainedbytradeliberalisation.The
weightedmeanimporttariff in Moroccowas,accordingto 2002World
Bankfigures,25.8per cent,against1.80per centfor theEU (Economie
Reviewof EU MediterraneanPartners,2°°3 p. 7).This is quitehigh.
Moreover,thefiguredoesnot teIlthewholestory.FirstofaIl,aweighted
importtarifffigureis calculatedoverthegoodsthathavebeenimported
andcannottakeaccountofthegoodsthathavebeenkeptoutastheresult
ofhightariffs.NotethatimporttariffsinMoroccomayrunashighas339%
(WTO 2°°3 StatisticalAppendixTableAIII.3). Secondly,apartfromthe
averagelevelof protection,the import tariff systemis characterisedby
Byzantinecomplexity.The widely divergingtariff levelsfor different
goodsleadto highprotectionfor somegoods,low protectionfor others,
andpossiblynegative ffectiveprotectionfor someproductionprocesses.
Thiscannotbuthaveharmfuleffectsonallocativefficiency.Furthermore,
importtariffsarethemostvisible,butbynomeanstheonlyimportbarri-
ers.Apart from import tariffs, theremay be quotas,which limit the
amount(or,asthecasemaybe,thevalue)ofimportsofsomecategory,and
tariffquotas.Tradersmayfurtherbeharassedbylengthyandcomplicated
customsproceduresandbycorruptiononthepartofcustomsofficials.It is
thusbothtariffandnon-tariffbarriersthatpreventMoroccoreapingthe
benefitsof internationaltradeto thefullestpossibleextent.A significant
stepin therightdirectionhasbeenthesimplificationof customsproce-
duresoverthepastcoupleof years.With technicalassistancefrom the
IMF, computerisationhasbeenintroducedandthetimeneededforclear-
ing importedgoodshasbeenreducedfrom two or threedaysto a few
hours(IMF2003ap.17).
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5.2ProblemsofAssociation
UndertheAssociationAgreementsMoroccois requiredto lower,andfi-
nally abolish,import barrierson manufacturedgoods. In order for
Moroccoto fully profitfromspecialisationaccordingto comparativead-
vantage,theEU shouldlower,andfinallyabolish,restrictionson theim-
ports of agriculturalproducts. It is high time that the Common
Agricultural Policy should be liberalised.Unfortunately,European
Agriculture CommissionerDr Franz Fischler'sattemptsto subject
Europeanagriculturetoagreaterdegreetomarketforces,werestymiedin
June2003byPresidentChiracandChancellorSchröder.Butif agrarianex-
portsto theEU stillfaceanuncertainfuture,theprospectsforfishinglook
better.In NovembeT1999the1996-1999EU-Moroccoagreementallowing
EU fleetsin Moroccanwaters(againstapaymentoMoroccoof€soo mil-
lion, WTO 2003p.78)expiredandforeignfleetswithdrew.This helped
fishsuppliesto recoverfromoverfishing,andgivenoverfishingin other
partsoftheworld,exportmarkets,includingin theEU, shouldnotbehard
to find (World Bank 2000).A factorworking to the disadvantageof
Moroccois thephasing-outof theMulti FibreAgreementhatshouldbe
completedby2005.Thiswill requiretheEU toopel1'itsbordersforquota-
freetextileimportsfromthirdcountries,whichwill putMoroccanexports
underpressure.ButwithouttheAssociationAgreementMoroccowould
havelostitsfavouredpositionasweIl.
TheAssociationAgreementisboundto leadtoarestructuringof the
Moroccaneconomy.Rutherfordetal.expectnopositivestaticreallocation
effectsforthefirstfiveyears.First,labourandcapitalhavetobereallocated
overindustries.The cost of shiftingandretraininglabourthathaveto
movetootherindustrieswasestimatedbyRutherfordetal.toamountto
roughlyoneyearofsalary(Ghesquiere1998p.9).Furthermore,thereisan
initialunfavourable ffectfromthesequenceof tariffreductions.Tariffs
arereducedfirstoncapitalgoods,rawmaterialsandintermediategoods,
andonlylateronfinalgoods.Thismeansanincreasedeffectiverateofpro-
tectionon finalgoods,whichmaybindfactorsofproductionin somein-
dustrieswhereMoroccodoesnothaveacomparativeadvantage.Suchac-
tivitiesasassemblingheavygoodsvehiclesmaythusreceiveaddedprotec-
tion forafewyears.In 2000,productionof some2000unitswasdivided
overnineproducers(WTO 2003p.85).Nonecanhavebeenveryefficient.
The presentariff structurediscouragestheproductionof semi-finished
products,whereMoroccomayhaveacomparativeadvantage(WTO 2003
p.x; theStatisticalAppendixprovidesdetailedinformationon thetariff
structure).PhasingoutimporttariffsthusmayhelpMoroccoin theendto
specialisein conformitywith its comparativeadvantage,but duringthe
adjustmentperiodcostlymisallocationispossible.
Anotherproblemtobesolvedishowtocompensateforthelossoftar-
iff revenueresultingfrom liberalisationof imports.In 2000, Morocco
earned4.8%ofGDP,or17.9%ofgovernmentrevenue,fromimporttariffs
(IMF 2003bp.18).This will besubstantiallyreducedif importsareliber-
alisedandeitherothertaxeswill haveto beraisedor taxperceptionwill
havetobeimproved.
5J ProblemsArisingFromOtherAgreements
TheAssociationAgreementaimsatthecreationofanFTA. Tradebetween
MoroccoandtheEU will thusbesaddledwith theneedtoprovidecertifi-
catesof origin.ComplicationsareboundtomultiplynowthatMoroccois
not only involvedin tradeagreementswith the EU but alsowith the
United States.Moroccoalsohasconcludeda tradeagreementwith the
EuropeanFreeTradeArea (EFTA, madeup of Iceland,Liechtenstein,
NorwayandSwitzerland)in 1997,whichenteredintoforceon1December
1999.This agreementis similarto theassociationagreementwith theEU
andthusis likelytocausefewerproblems,evenif thefourEFTA countries
followtheirownagriculturalpolicies.Thereare,furthermore,preferential
tradearrangementswith Algeria,Guinea,Iraq,Libya,Mauritania,Saudi
ArabiaandSenegalandbilateralfree-tradeagreementswith Egypt,Jordan
andTunisia,apartfromtheAgreementonFacilitationandDevelopmentof
TradeamongArabCountries,anagreementconcludedamongthemem-
bersof theArabLeagueon19February1997whichenteredinto forceon1
January1998(IMF 2001Box3,WTO 2003p.22).Moroccangoodsfurther-
moreenteranumberof marketspartiallyor wholly tariff-freeunderthe
GeneralizedSystemofPreferences(GSP),whereasit isoneofthe48devel-
opingcountriesofferingeachothertariffpreferencesunderthe Global
SystemofTradePreferencesamongDevelopingCountries(GSTP).Totop
it off, in 2003a frameworkagreementon a Trade.PreferencesSystem
amongIslamiccountriesenteredintoforce(WTO 2003pp.viii,25-26).
It wouldin suchcircumstancesbeveryattractiveforMoroccantraders
to tryandimportgoodsfromapartnerin oneFTA andsellthesetoapart-
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nerin anotherFTA. The latterwould,however,doitsutmostto prevent
thisdeflectionoftrade.Oisputesovercertificatesoforiginarelikelytobe-
cometheorderof theday.Thingsmaygetverycomplicatedif goodsim-
portedfromapartnerin onetradeblocareusedin theproductionofgoods
exportedto partnersin anotherbloc.With specialisationin international
trademoreandmoretakingplacealongthelinesofproductionprocesses
ratherthanproduets,it willl becomeevenmoredifficult to profitfully
fromone'scomparativeadvantage.Moroccowill, for instanee,beableto
produceclothingorassembieconsumerelectronicsfortheEU marketonly
usingrawmaterialsandsemi-finishedproduetsfrom theEU, not from
othermarkets.
A higherdegreeofeconomieintegrationwiththeotherMaghrebcoun-
trieswouldbeausefulcomplementtoincreasingintegrationwith theEU,
asit wouldmakethewholeMaghrebregionmoreattractiveasalocation
forFOI.Freetradewith otherMediterraneancountriesatleastis stimulat-
edbytheEU, astheagreementswith TunisiaandMoroccoallowcumula-
donof rulesof originfor tradewith Mediterraneancountrieswith which
theyconcludefreetradeagreements.This meansthattheEU will notput
obstaclesin thewayofimportsfromTunisiaandMoroccoif asubstantial
partofvalueaddedoriginatesfromotherMediterraneancountries.
wholeseriesofFTAs. It isamatterforregret,finally,thattheEU showslit-
designofallowingMoroccotoexploithercomparativeadvantagein agri-
cuIturalproduets.TheAssociationwill benefitMorocco,butnottothefull
extentpossible.
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MoroccoandTunisiaandwasproclaimedon17February1989in Marrakesh(WTO 2003p.
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